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New York Stock Exchange Questionnaire
A SUGGESTED PROGRAMME OF WORK TO BE PER
FORMED AND THE ARRANGEMENT OF SCHED
ULES TO BE SUBMITTED IN ANSWERING THE
QUESTIONNAIRE ISSUED BY THE NEW YORK
STOCK EXCHANGE TO ITS MEMBERS.

By Eugene V. Portway
The Committee on Business Conduct of the New York Stock
Exchange has recently issued a questionnaire to registered member
firms, requiring certain information as to their financial status at
a specific date.
This questionnaire will undoubtedly produce beneficial results,
as, in the first place, the figures when completed will bring out
features of the business that may not have received special atten
tion before; and, secondly, it will place in the hands of the com
mittee financial statements of its members from which can be
ascertained their solvency and the policy pursued in conducting
their business for customers.
In issuing the questionnaire there is no doubt that the object
of the Stock Exchange is to protect the investing public, and
where necessary to give advice to members who, from lack of
attention, may be conducting their business along lines that might
not reflect sound judgment.
The questions are seven in number and the information required
is clearly set forth in the questionnaire. From the answers to
these questions it will be possible to prepare a statement of assets
and liabilities of the firm, and by segregating the security balances,
debits and credits, the two sides should balance (see schedules “A”
and “B,” page 162).
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If the security items do not balance, it may be due to the fol
lowing reasons:
That the prices of securities in “loaned” and “borrowed” are
not identical with market; or that the prices used in valuing securi
ties in box, transfer, loans, etc., are different from those used in
valuing securities in customers’ accounts; and lastly, but not least,
there may be a discrepancy on the books not known to the firm.
The answers to Nos. 1, 5, 6 and 7 of the questionnaire can be
readily answered by using the ledger balances in the various ac
counts, but particular care and attention must be observed in pre
paring the answers to questions Nos. 2, 3 and 4. The object of
this paper is to provide a programme which may be helpful to
accountants who are called in to render professional services to
Stock Exchange firms.
It might be as well to emphasize at this point that the prices
used in valuing securities must be uniform for box, transfer, loans,
etc., and customers’ accounts; and the prices used must be the
“market closing” at the date of the questionnaire.
As soon as the books are finally closed for the period and the
trial balances taken off, a balance-sheet should be prepared there
from and the figures should agree with those used for the ques
tionnaire. Where there is more than one office of the firm and
where books of accounts are kept at these branch offices it will
be necessary for each office to prepare its own answers. These
branch-office figures must be consolidated with the main-office
figures and it is at this point that the advantage of preparing bal
ance-sheets for each office is invaluable. (See schedules “A” and
“B”)
In consolidating the figures, all inter-office accounts and con
trols must be eliminated, and items in transit must be taken up.
Particular attention should be given to the arrangement of the
schedules and working papers built up to provide the final figures
to the questions. These should be indexed to the questionnaire
or balance-sheet, so that if further details are required or an audit
is called for, the schedules will properly support the information
returned.
For general guidance, a set of questions and answers in dummy
form is inserted in this programme. These forms have been
drawn up to try to meet the requirements of firms transacting a
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general stock and bond business. They can, of course, be ampli
fied or modified to suit the nature of the accounts. Each question
should be answered on a separate sheet so as to facilitate the
analysis of the figures by the Stock Exchange.

Question 1.

Total bank balances.

These figures should comprise:
The bank balances as shown by the bank statements less out
standing cheques, together with the petty cash on hand, cheques on
hand but not deposited and any special free deposits.
Deposits made by the firm with stock, cotton, coffee, produce,
clearing corporations.
Margin deposits on account of open contracts on cotton, coffee,
sugar, etc., stating the name of the bank with which the deposits
are made.
It is the practice of some firms to draw cheques for all “failed
to receive” items on the clearance day, and these cheques are not
issued until the securities are actually received, which, in some
cases, may be several days or even weeks later. This method
cleans up the “failed to receive” account each day, thus reducing
the actual cash balance. In order to show the true cash balance
at the date of the questionnaire the total of these cheques should
be added to the cash balance and the amount shown as “failed to
receive” on the liability side of the statement.

Question 2.

Total money borrowed and total value of collateral.

The total money borrowed from banks can be obtained from
the ledger balance and this figure should agree with the sum total
of the loan sheets. It will be necessary to extend each item in
the loans at market to ascertain the total value of collateral, as the
prices used for loan purposes may not agree with market at the
date of the questionnaire.
The best method for preparing working schedules for valuing
the securities in loans will largely depend upon the internal system
in vogue.
If only loan sheets are used to record the securities hypothe
cated it will be necessary to extend each item on the loan sheet or
to summarize the securities, but where a “loan finder” is in use
and the securities are arranged alphabetically the work will be
simplified.
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The securities should be listed in advance on schedules arranged
alphabetically and will run thus:
No. of
Security in loans
shares
U. S. Liberty 1st 4’s:
City bank............................ $10,000.00
Chase bank............................ 10,000.00
Guaranty ............................... 10,000.00
Seaboard ............................... 10,000.00

$40,000.00

Market
value

Total value
of collateral

$.................
.................
............ ......
...............

$.................
.................
.................
.................

$

par

$40,000.00

In valuing securities, fractions should be entirely eliminated,
as this will facilitate the work and prevent irregularity in pricing.
The sum total of the extensions on this schedule will, of course,
represent the total market value of the securities deposited with
the banks as collateral against loans.

An interesting comparison can be made between the actual
value of securities in loans and the values of the securities required
in loans, and the market value of securities in loans against actual
bank loans, viz.:
Market value of securities in loans......................................
Value of securities as used in loans..................

$
$

Excess margin as required by banks...............................

$

Market value of securities in loans........................................ $
Total loans.............................................................................. $
Actual margin with banks...............................................

$

Another feature can be brought out by segregating the loans
and finding the percentage of the different kinds of securities used
in such loans as:
Description
•
Bonds ...................................... $
All industrials ........................ $
Rails and industrials............... $

Amount
of loan

$

Valueof
security

$
$
$

Percentage
%
%
%

$

100%

These comparisons will, no doubt, be of considerable interest
to partners not familiar with this feature of their business.
The securities in the following accounts should be verified by
letter with other houses at the date of the questionnaire and the
165
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totals should agree with the balances as shown in the ledger
accounts:
Stocks borrowed............................... Dr.
Stocks loaned ................................... Cr.
Failed to deliver.............. ................. Dr.
Failed to receive................................. Cr.

Question 3. Market value of negotiable securities in box and
in transfer.
At the close of business at the date of the questionnaire the
securities in the box should be counted, listed alphabetically, priced,
extended and classified as follows:
BOX COUNT AND VALUATION.

Description
of security

Market
price

Listed on
N. Y. Stock Exchange

Not listed on
N. Y. Stock Exchange

Market
Value
over $5
per share

Market
value
over $5
per share

Market
Value
under $5
per share

Market
value
under $5
per share

The totals as shown in the various columns will represent, in
the aggregate, the total value of the securities in the box. It
would be as well when listing the securities to keep bonds separate
from stocks, when the following recapitulation can be made, in
order to ascertain the different classes of securities in the posses
sion of the firm.
SUMMARY.
Stocks listed on New York Stock Exchange.....................
Stocks not listed on N. Y. Stock Exchange..........................
Bonds listed on N. Y. Stock Exchange.................................
Bonds not listed on N. Y. Stock Exchange...'........................

$
$
$
$

Total.................................................................................

$

It must be observed that the value of securities in safe keeping
and the value of any securities carried as “long,” if paid for in
full by customers, must not be included in the above figures. The
value of the securities in transfer should be worked out in the
same manner as the securities in the box. These items will, of
course, be obtained from the transfer register.
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Question 4. Total ledger debit balances in customers’ accounts
and the value of securities deposited as collateral against same.
These are to be classified as follows:
I. Secured
II. Partly secured
III. Unsecured
A list of the customers, alphabetically arranged, should be
prepared in advance and the working schedule should be set up
as follows:
DEBITS
Securities long

Balances
Name of as shown
Customer by ledger
Dr.

Total

$

Secured

Cr. Market
value of
security
$

CREDITS

Partly
Secured Unsecured

Market
value of
security
$

Short
Market
value of
security

$

$

Free
credit
balances
$

These lists having been prepared showing the names of the
customers, the debit and credit balances can be inserted as soon
as the trial balances have been taken off. These schedules should
then be reconciled with the trial balances.
The most important feature of this question is the valuation
of the securities in the accounts; the method of performing this
work depends largely upon the system in vogue and size of the
accounts. As this work must be completed within a limited time,
it is advisable to be as expeditious as possible. The following
method is suggested:
It is assumed that margin cards or records are kept for all
accounts on the books, and, as these cards or records will be com
plete at the close of business on the date of the questionnaire,
whereas there may be a delay in posting the customers’ ledger
accounts and taking off the trial balances, working to the margins
has a distinct advantage.
As the Stock Exchange requests that all schedules used in
building up the figures shall be filed away for future reference,
the prices and extensions on the customers’ accounts must be pre
served. It is therefore advisable either to file the margin cards
or to list the securities in each of the customers’ accounts on sepa
rate schedules. The pricing and extending can then be made
without hindrance to the regular margin work.
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As soon as the trial balances are taken off, the balances as
shown by the margins and the collateral deposited with the firm
should be compared with the ledger accounts. If, however, the
ledger postings and trial balances are not delayed it would be
preferable to list the balances and securities direct therefrom.
An analysis of each debit account will disclose whether it is
fully secured, partly secured or unsecured; and on the credit side,
if against short sales or a free-credit balance.
A summary of these debit accounts should then be prepared
as follows:
Total debit
Accounts
balances
Secured ............................... $
Partly secured ................... $
Unsecured............................ $

$
$
$

$

Value of
collateral

Percentage
of equity
%
%

$

The difference between the total debit balances and the total
value of securities in the customers’ accounts will, of course, rep
resent the customer’s equity and the firm’s protection.
In stating the partly secured and unsecured account it is advis
able to give a brief explanation of the balances in the larger
accounts, stating the value of the securities and whether or not it
is protected by other collateral such as life insurance policies, notes,
etc. By giving information of this kind, one may obviate the
necessity of further inquiry.
The total value of the securities against such accounts as clients’
cash investment accounts (securities charged but not yet delivered)
and contracts on account of delayed delivery trades should equal
the ledger balances. There is an advantage in showing these items
separately, as by doing so the percentage of equity in the regular
customers’ accounts will not be affected.

Total ledger credit balances in customers’ accounts:
The working sheet of customers’ accounts will show the credit
balances against short sales and free-credit balances and the fol
lowing schedules should be prepared therefrom:
CREDIT BALANCES AGAINST SHORT SALES

Accounts

Credit
Balances

Value of
securities short
at market

Total
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The credit balances should exceed the value of the securities
short by the marginal requirement, the customary margin being
based upon the number of shares rather than the security value.
If, however, these accounts are protected by excess margin in the
customers’ long accounts a statement to this effect should be made.
The option accounts, grain, cotton, etc., should be carefully
analyzed and the following information set forth:
1. Customer’s accounts:—Cr. balances

Equity
or
deficit

Total
balance
at market

2. Customer’s accounts:—Dr. balances

Equity
or
deficit

Total
balance
at market

3. Customers free-credit balances:
These should be added to the
free-stock balances...............

$

4. Customers’ debit balances:
No commodities ...................

$

As the debit balances in item No. 4 may be made up of amounts
owed by street brokers and are good and collectible, a statement to
this effect should be made.
Free-credit balances will consist of the total of items shown in
customers’ stock account working schedule, together with freecredit balances in the option accounts.

In listing the free-credit balances care should be used not to
include any credit balances which are in reality an offset or pro
tection against debit-margin accounts. Credit balances of this
nature should be deducted from the total customers’ debit balances.
Under this heading should be set forth balances in syndicate
accounts, that is to say, margin deposited by participants against
syndicate operations.

Question 5.

Partners' accounts including capital accounts.

Should any of the partners have open accounts on the books
other than their capital accounts, a full explanation of the nature
of them should be given, stating the value of collateral, if any.
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Under subheading “firm’s investments” and “trading accounts”
the following items should appear:
Balances
Account
Dr.
Cr.
1. Error account:
Securities, marked to market........
2. Bond trading accounts :
Securities long, marked to market..........
Securities short, marked to market........
3. Joint accounts with other firms:
Securities long, marked to market..........
Securities short, marked to market........

Value of
Securities

The securities in these accounts should equal in value the debit
or credit balances shown by the books.
The capital accounts of the partners should be set forth in total
and a statement should be made as to whether the amounts consist
of cash or cash and securities owned by the individual partners.
Securities in these accounts should be valued at market at the date
of the questionnaire.
Stock and other exchange seats should be stated in total and
at cost.
Office furniture and fixtures should be stated at cost, less de
preciation if a reserve is set up on the books.
Other fixed assets should be listed and the nature of the invest
ment should be clearly set forth.
Question 6. Profit-and-loss accounts.
The balances in the profit-and-loss accounts may be listed
credits and debits, but, if desired, a net figure can be given.

Question 7. Other accounts.
Under this heading all other accounts appearing on the books
should be listed—debits and credits—stating briefly the nature of
them.
ANSWERS TO QUESTIONS SET UP IN SCHEDULE.
FORM
Question 1. Bank balances, etc.
1. Cash in banks and on hand....................................... $
2. Contributions to clearing funds:
Stock Exchange corporation............ $
Cotton Ex. Clearing corporation..... $
Coffee Ex. Clearing corporation— $
Produce Exchange............... $
Etc. —----------------------------------- . $
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3. Margin deposits:

New York Coffee and Sugar Clearing Ass’n de
posited with bank................................................. $
New York Cotton Exchange Clearing Ass’n de
posited with bank.................................................
Etc................................................................................

Question 2.

Total money borrowed and total value of collateral.

1. Total money borrowed:
New York.............................. $
Branch offices...................................

$

--------------

Total value of collateral..........................................

$
$

2. Ledger balances in the following accounts:
Stocks borrowed............................................. $
Stocks loaned ............................................................ $
Failed to deliver ..................... :.................................. $
Failed to receive.......................................................... $

Note.—State whether any accounts are carried for firm by other banking
and brokerage houses.

Question 3. Market value of negotiable securities in box and
transfer books.
1. Listed on New York Stock Exchange:
Market value over $5 per share..................... $
Market value under $5 per share........................

$

$
2. Not listed on New York Stock Exchange:
Market value over $5 per share................... $
Market value under $5 per share............................ $

$
Note.—The above figures must not include any securities in safe keeping
nor the value of any securities carried as “long” if paid for in full by
customers.
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Customers’ accounts.

Question 4.

A. Total debit balances in customers’ accounts:

Value of
collateral

Amount
1. Secured:

Customers’ and wire accounts.... $

$

2. Partly secured:

Customers’ accounts.................... $
$
These accounts are protected as explained below:
Collateral

Amount

1
2
3
4

$

Give brief explanation of
partly-secured accounts and
state whether amounts will
be collected eventually.

$

3. Unsecured.............................................. $
Clients’ investment accounts........... $

$

Contracts:
Delayed delivery ........................ $

$

B. Total credit balances and option accounts
Value of
securities
short

Amount
1. Customers’ and wire accounts............. $

$

Contracts:
Delayed delivery

$

$

2. Customers’ credits and debits on open contracts in grain, cotton and
other commodities:

Cr. balances Equity
Deficit
Customers’ accounts.... $
$
$
$
Dr. balances
Customers’ accounts.... $
$
$
$
Debit balances
No commodities...... $
(State here nature
of debits and
whether collectible.)
3. Free-credit balances .......................... $
4. Syndicate account ............................
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Question 5.

Partners’ accounts, including capital accounts.

A. Partners’ individual accounts other
than capital accounts............... $

Value of
collateral

Debit
balance
$

Value of
securities

balance

B. Firm investments and trading accounts:
1. Error account
Securities marked to market.. $
$
2. Bond trading department
Securities long markedto market $
Securities short markedto market $
3. Joint accounts with other firms
Securities longmarkedtomarket $
$
Securities short markedto market$

$
$
$

C. Capital accounts
$
Stock and other exchange seats—at cost...... ................ $
Office furniture and fixtures..............................................$

Question 6.

Profit-and-loss accounts.

Question 7.

Other accounts.

Debits:
$
List here all other debit accounts which have not been
included in one of the answers to the questionnaire.

$________
Credits:
$
List here all other credit items which have not been
included in one of the answers to the questionnaire.

$_______
In Conclusion
The preparation of the foregoing figures is, in effect, an inter
nal audit of the assets and liabilities of the firm at a specific date,
and a close study of them will reveal interesting and valuable
information.
It would be desirable, if possible, to calculate the customers’
equities monthly, but the volume of work involved renders it
impracticable—and this feature can be taken care of by an efficient
margin system.
In some firms which have branch offices, the percentage of
customers’ equities is shown on the monthly trial balances, which
enables the main office to see that the branch-office customers’
accounts are properly margined.
The questionnaire will no doubt do for brokerage firms what
the income tax has done for the commercial world: it will bring
about a closer and better knowledge of financial business as it
relates to stock-brokerage business and improved accounting.
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